





Gas to Kiev Will Go Via Budapest 


“Gazprom” Says Eural Shares may Be Sold to Ukraine! 
(Conclusion from p.1) 


“The emergence of this trader is the result of a compromise between the interests of "Gazprom" and 


gaz Ukraini” where the engagement of the new operator for the delivery of Turkmen gas 





has brought equal additional incomes both to “Gazprom” and to “Naftogaz Ukrayini”,” he underlined. 

Before 2002, MEK "Itera" was responsible for deliveries of Turkmen gas to Ukraine under 
the four-year contract with “Gazprom” (1999-2002). Ukraine paid MEK with a portion of the gas 
bought in Turkmenistan (short of 41% of the total volume of Turkmenian imports). The ex-operator 
had sold the gas to its numerous dealers in Ukraine and transferred the payments to "Gazprom" as 
payment for the transit of Turkmenian gas via RF. 


fa new three-year agreement on the transit of 


In 2003, "Gazprom" decided to sig 
Turkmenian gas via Russia's gas lines with bo instead of “Itera.” According to the agreement, the 
Hungarian company agreed to deliver to GER “Naftogaz Ukrayini” 36 billion cu m of Turkmenian 
gas yearly. "Gazprom" in its turn would provide the new operator with the transportation of 
Turkmenian gas to Ukraine charging it transportation tariffs of $6 and $1.00/thou.cu.m per 100 km 
(for providing transit via gas pipelines of Kazakhstan belonging to "Kazmunaigaz" Company and via 
the system of Russia's "Transgaz" respectively). With the existing gas prices the yearly payments of 
the new operator will top $600 million and of this sum Eural will pay "Gazprom" $470 million for 
transportation and the trader's commission will come to approximately $130 million. 

Upon signing the contract between Rural and "Gazprom," the new operator, acting on behalf 
of the Russian company, signed an agreement with “Naftogaz Ukraini.” The latter, by way of 
payment for services, agreed to pay the operator a monetary equivalent of the value of 13.7 billion 
cu m of gas. By way of a reminder, the Ukrainian gas workers had reimbursed MEK "Itera", the 
previous operator of transit services for Turkmenian gas, with gas not money. 

This was frowned upon by both “Gazprom” and “Naftogaz Ukrayini”. The first was seeking 


to build up its assets in Ukraine but came up against the resistance of “Itera” dealers who literally 


snatched the shares of Ukrainian gas consumers that were to cover the gas deliveries right from under 
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the nose of “Gazprom”. As for NAK “Naftagaz Ukrayini,” after its executives were changed i in 2002, 


it decided to free the internal market of intermediaries (most of which relied to some extent on 
"ftera'8" commodity resources), and in this connection were obviously affected by the existence of 
strong dealers in the country who were firmly ensconced in the gas market due to "Itera's" 
distribution of commodity payments for the transit of Turkmenian gas to Kiev. 

Among gas traders in the latter category there were two leading companies, which under 
“Itera” had made significant success in delivering gas to chemical enterprises in Eastern Ukraine. 


These were the FOUDRE 18.8. Interfitional Best Enterprise s Trading Ltd. (USA) and HighRock 


Properties Ltd. (hor us}. Both had een set up with capital of Hungarian origin. And this on the 





whole can be regar ded as a realistic preamble to the substitution of "Itera" for the Hungarian Eural 
that had taken dra Using “Stera’s” exit from the market the above said dealers tried to take its place 
in the Ukrainian market. Moreover, in early 2003, LB.E. concluded the purchase of a small package 
of OAO “Rivneazot”)(15.3%) shares and this consolidated still more its position, as solid as it was, 
in delivering gas to, “Ukrainian chemical industries. 
Previous when "Itera" had dominated the market of gas transporters to Ukraine, 
Ukragro Khimpront ' holding, which was in “Gazprom’s” orbit, laid claim to control over the Rivna 
plant. However t he force of this manouvre, which relied on the potential of the parent company, was 
restricted by the existence of “Ttera’s” team of strong dealers in the Ukraine. Alongside the Rivna 


position, through (UD ' ‘StirolKhiminvest” molding owned 28% of the shares of another client of 





“Itera” company - the Gorlovka concer S trol (that received (UT) "Itera" through L B.E. Trading 
LUH- 
At present, after UI of "Itera" from y anim of Turkmenian gas transportation to Ukraine 


in favor of the Hungarian Fares the EE oy of “Rivneazot” and “Stirol” were in danger of being 








(D sët? Firtash Jfounders of LB.E. and HighRock Properties. 
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bought up by enterprises(im PA a) 
Alongside the Hungarian Trade House CEloni, which participates in the capital of several enterprises 
of the ^Nadra" concern group, these dealers who had become free of "Itera," have today become 
the symbol of the new Hungarian sector in the Ukrainian gas market. 

Formally, the beginning of this vector goes to last-year's agreement between NAR 


“Naftogaz Ukrayini” and OAO “Gazprom” on the right of Ukraine to export 2.5 billion cu m of 














Ukrainian natural gas into Hungary which had been impossible only 18 - 24 months ago when “Ttera” 


set the stage in “Gazprom’s” Ukrainian policies (previous Ukrainian-Russian gas agreements 
categorically prohibited Ukraine to export gas). 

One can regard the prospect of selling part of the Eural shares to NAK “Nattogaz Ukrayini”, 
which has been announced by "Gazprom", as the natural result of the emerging “gas axis” Kiev- 
Budapest. This will allow Kiev, to say the least, to simplify the financing of Ukraine’s building 
projects in the Mediterranean area, By late 2002, their value topped $450 million. During the "Ttera" 
period, receiving this money was problematic because it had been virtually impossible to sell the 
natural gas received by the numerous Ukrainian dealers in payment for the performed work either 
in Ukraine or Europe. Now, when the Kiev-Budapest axis has acquired concrete shape and the transit 


of Turkmenian gas to Ukraine is managed by a Hungarian operator, the situation is likely to improve. 
INFORMATION: 


According to GKTBER data 51.8% of OAO "Rivneazot" shares are managed by Rivna Regional 


Administration; 14.596 are in the ownership of "D (UU company; 12.2% are owned by 
; E ; 


“Khiminvest” Jéompany; prior to the appearance of IBE at the piant, 17% belonged to 





"Thermosintécs" of Lichtenstein. 





QAO “Cohcemn Stirol’, alongside “Worldwide Chemicals”, Russia’s “A orokhimtsentr” and the 
Ge EE ZE EE 
Ukrainiah Association “Ukrai.. ULI,” is one of the largest founders of AKE ^BrombiznesBank." The 
ka UU UU VASA E 40000000000000000000000000 000 XANANANISMN 
plant'$ shares are distributed e "StiroiKhiminvest > (28; BA), the structures “TAC 
Kommertsbank” (19.[UI o), MEC ( 10: and the plant management (14%). 
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